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(2) For the 1998–1999 funding year, a 
contract exempt from the competitive 
bid requirement, as described in para-
graph (c) of this section, may be volun-
tarily extended to September 30, 1999 
only to the extent necessary to permit 
delivery of the nonrecurring services 
subject to that contract and for which 
discounts have been approved. 

[62 FR 32948, June 17, 1997, as amended at 63 
FR 2130, Jan. 13, 1998; 63 FR 33586, June 19, 
1998; 63 FR 43097, Aug. 12, 1998; 63 FR 70572, 
Dec. 21, 1998; 64 FR 22810, Apr. 28, 1999; 68 FR 
36942, June 20, 2003] 

§ 54.513 Resale and transfer of serv-
ices. 

(a) Prohibition on resale. Eligible serv-
ices purchased at a discount under this 
subpart shall not be sold, resold, or 
transferred in consideration of money 
or any other thing of value. 

(b) Permissible fees. This prohibition 
on resale shall not bar schools, school 
districts, libraries, and library con-
sortia from charging either computer 
lab fees or fees for classes in how to 
navigate over the Internet. There is no 
prohibition on the resale of services 
that are not purchased pursuant to the 
discounts provided in this subpart. 

(c) Eligible services and equipment 
components of eligible services pur-
chased at a discount under this subpart 
shall not be transferred, with or with-
out consideration of money or any 
other thing of value, for a period of 
three years after purchase, except that 
eligible services and equipment compo-
nents of eligible services may be trans-
ferred to another eligible school or li-
brary in the event that the particular 
location where the service originally 
was received is permanently or tempo-
rarily closed. If an eligible service or 
equipment component of a service is 
transferred due to the permanent or 
temporary closure of a school or li-
brary, the transferor must notify the 
Administrator of the transfer, and both 
the transferor and recipient must 
maintain detailed records documenting 
the transfer and the reason for the 
transfer for a period of five years. 

[62 FR 32948, June 17, 1997, as amended at 69 
FR 6191, Feb. 10, 2004] 

EFFECTIVE DATE NOTE: At 69 FR 6191, Feb. 
10, 2004, § 54.513 was amended by revising the 
section heading and adding paragraph (c), ef-

fective Mar. 11, 2004. Paragraph (c) contains 
information collection and recordkeeping re-
quirements and will not become effective 
until approval has been given by the Office of 
Management and Budget. 

§ 54.514 Payment for discounted serv-
ice. 

(a) Choice of payment method. Service 
providers providing discounted services 
under this subpart in any funding year 
shall, prior to the submission the Form 
471, permit the billed entity to choose 
the method of payment for the dis-
counted services from those methods 
approved by the Administrator, includ-
ing by making a full, undiscounted 
payment and receiving subsequent re-
imbursement of the discount amount 
from the service provider. 

(b) Deadline for remittance of reim-
bursement checks. Service providers 
that receive discount reimbursement 
checks from the Administrator after 
having received full payment from the 
billed entity must remit the discount 
amount to the billed entity no later 
than 20 business days after receiving 
the reimbursement check. 

[68 FR 36942, June 20, 2003] 

EFFECTIVE DATE NOTE: At 68 FR 36942, June 
20, 2003, as corrected at 68 FR 39471, July 2, 
2003, § 54.514 was added, effective July 21, 2003, 
except for paragraph (a), which is effective 
July 1, 2004. In addition, paragraph (b) con-
tains information collection and record-
keeping requirements and will not become 
effective until approval has been given by 
the Office of Management and Budget. 

§ 54.515 Distributing support. 
(a) A telecommunications carrier 

providing services eligible for support 
under this subpart to eligible schools 
and libraries may, at the election of 
the carrier, treat the amount eligible 
for support under this subpart as an 
offset against the carrier’s universal 
service contribution obligation for the 
year in which the costs for providing 
eligible services were incurred or re-
ceive a direct reimbursement from the 
Administrator for that amount. Car-
riers shall elect in January of each 
year the method by which they will be 
reimbursed and shall remain subject to 
that method for the duration of the 
calendar year. Any support amount 
that is owed a carrier that fails to 
remit its monthly universal service 
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contribution obligation, however, shall 
first be applied as an offset to that car-
rier’s contribution obligation. Such a 
carrier shall remain subject to the off-
setting method for the remainder of 
the calendar year in which it failed to 
remit their monthly universal service 
obligation. A carrier that continues to 
be in arrears on its universal service 
contribution obligations at the end of a 
calendar year shall remain subject to 
the offsetting method for the next cal-
endar year. 

(b) If a telecommunications carrier 
elects to treat the amount eligible for 
support under this subpart as an offset 
against the carrier’s universal service 
contribution obligation and the total 
amount of support owed to the carrier 
exceeds its universal service obliga-
tion, calculated on an annual basis, the 
carrier shall receive a direct reim-
bursement in the amount of the dif-
ference. Any such reimbursement due a 
carrier shall be submitted to that car-
rier no later than the end of the first 
quarter of the calendar year following 
the year in which the costs were in-
curred and the offset against the car-
rier’s universal service obligation was 
applied. 

[63 FR 67009, Dec. 4, 1998] 

§ 54.516 Auditing. 

(a) Recordkeeping requirements. 
Schools and libraries shall be required 
to maintain for their purchases of tele-
communications and other supported 
services at discounted rates the kind of 
procurement records that they main-
tain for other purchases. Schools and 
libraries shall be required to maintain 
asset and inventory records of equip-
ment purchased as components of sup-
ported internal connections services 
sufficient to verify the actual location 
of such equipment for a period of five 
years after purchase. 

(b) Production of records. Schools and 
libraries shall produce such records at 
the request of any auditor appointed by 
a state education department, the Ad-
ministrator, or any state or federal 
agency with jurisdiction. 

(c) Random audits. Schools and librar-
ies shall be subject to random compli-
ance audits to evaluate what services 

they are purchasing and how such serv-
ices are being used. 

[62 FR 32948, June 17, 1997, as amended at 62 
FR 41304, Aug. 1, 1997; 63 FR 70572, Dec. 21, 
1998; 69 FR 6191, Feb. 10, 2004] 

EFFECTIVE DATE NOTE: At 69 FR 55111, 
Sept. 13, 2004, § 54.516 was revised. This text 
contains information collection and record-
keeping requirements and will not become 
effective until approval has been given by 
the Office of Management and Budget. For 
the convenience of the user, the revised text 
is set forth as follows: 

§ 54.516 Auditing. 
(a) Recordkeeping requirements—(1) Schools 

and libraries. Schools and libraries shall re-
tain all documents related to the application 
for, receipt, and delivery of discounted tele-
communications and other supported serv-
ices for at least 5 years after the last day of 
service delivered in a particular Funding 
Year. Any other document that dem-
onstrates compliance with the statutory or 
regulatory requirements for the schools and 
libraries mechanism shall be retained as 
well. Schools and libraries shall maintain 
asset and inventory records of equipment 
purchased as components of supported inter-
nal connections services sufficient to verify 
the actual location of such equipment for a 
period of five years after purchase. 

(2) Service providers. Service providers shall 
retain documents related to the delivery of 
discounted telecommunications and other 
supported services for at least 5 years after 
the last day of the delivery of discounted 
services. Any other document that dem-
onstrates compliance with the statutory or 
regulatory requirements for the schools and 
libraries mechanism shall be retained as 
well. 

(b) Production of records. Schools, libraries, 
and service providers shall produce such 
records at the request of any representative 
(including any auditor) appointed by a state 
education department, the Administrator, 
the FCC, or any local, state or federal agen-
cy with jurisdiction over the entity. 

(c) Audits. Schools, libraries, and service 
providers shall be subject to audits and other 
investigations to evaluate their compliance 
with the statutory and regulatory require-
ments for the schools and libraries universal 
service support mechanism, including those 
requirements pertaining to what services 
and products are purchased, what services 
and products are delivered, and how services 
and products are being used. Schools and li-
braries receiving discounted services must 
provide consent before a service provider re-
leases confidential information to the audi-
tor, reviewer, or other representative. 
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